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Regional Economic Center 


"The Northeast: It's Coping Better". (From The Morgan Guaranty 
Survey, October 1982.) 


"The economy of the Northeast....is weathering the downturn 
better than the rest of the United States. 


"What's behind the improvement? Changes in the region's 
industrial base are a contributing factor. The Northeast has 
become less dependent on those industries that have been 
bearing the brunt, autos, housing, steel....Instead, the 
region has become more reliant on defense, high technology and 
service-oriented firms....all of which are less affected by 
cyclical swings in the economy." 


Boston is the regional economic center of New England. The City's 
economy both impacts and is affected by the economic trends of the 
region. In the years since 1976 New England surpassed the national 
average in certain measures of economic growth according to data 
compiled by the U.S. Bureau of Labor Statistics and the U.S. Bureau of 
Economic Analysis. Employment in New England grew 14.4 percent from 
1976-1980 compared to a 14.2 percent gain for the Nation. The regional 
unemployment rate fell below the nationwide mark in 1978 for the first 
time in ten years, and has continued at a lower level since then. 


Since early 1980, worsening national economic conditions have 
slowed growth, nevertheless New England remains in a relatively better 
economic position. Monitoring of trends from 1980 through June 1982 
reveals persistence of recent patterns. Employment in New England rose 
by 2.1 percent from January 1980 through June 1982 compared with a 1.2 
percent rise for the United States. Job growth has been markedly strong 
in the broad-based services industries. Total personal income grew 8.4 
percent from June 1981 to June 1982, exceeding the growth rate of 7.2 
percent for the United States, as well as that for every other region 
with the exception of the Southwest. 


"The Massachusetts economy changed greatly during the 1970s, with 
growth rates in the latter part of the decade exceeding all 
economic forecasts. Much of this growth was due to the 
fast-paced high technology industries and to the greater 
importance of service-related industries. The 1980s will see 
continued expansion in these industrial sectors....0Of the 
major industrial divisions, services is the most dominant 
sector of the Massachusetts economy....The services 
industry....has a commanding 44 percent share of projected 
wage and salary employment growth to 1990...." 


(From Massachusetts Employment: Projected Changes 1980 to 
1990, Massachusetts Division of Employment Security, October 


1982.) 


"2 Areas Show A Path to Jobs in Technology". (From Fox 
Butterfield, The New York Times, Aug. 8, 1982.) 


",...Americans are increasingly looking to high technology as 
the key to saving their states and businesses. 


"But a study of the two regions where high technology industry 
has enjoyed its most spectacular expansion, the arc of Route 
128 around the rim of Boston and the electronics industry area 
south of San Francisco, suggests that their success may be 
hard for other states to emulate. 


"A series cf special, inter-related factors appear to have 
helped these areas thrive. 


"(1) Close ties between a major research university and new 
technology companies... 

"(2) A favorable climate or geography and attractive cultural 
amenities.... 

"(3) A pool of shrewd, imaginative venture capitalists.... 

"(4) A sort of critical mass effect achieved". 


The economic performance of Massachusetts reflects regional trends. 
Employment growth in the Commonwealth was 1.9 percent during the two and 
one-half year period ending June 1982, compared to a 2.1 percent 
‘regional rise and a 1.2 percent national gain. From June 1981 to June 
1982 personal income in Massachusetts grew at the rate of 8.7 percent, 
slightly above both the U.S. rate of 7.2 percent and New England's rate 
of 8.4 percent. 


"Service Industries Prop Up the Old Factory Cities". (From 
Business Week, July 5, 1982). 


"Health care, education, finance and trade are easing cyclical 
swings in business....One of the biggest surprises of the 
recession is that many urban centers....are suffering less 
than might be expected....Unemploymert....in the case of 
Boston, New York, and Philadelphia....is less (than the 
national average). 


"The major reason for the improvement is that these cities have 
been moving away from traditional manufacturing and toward 
service industries....which are far less sensitive to the 
swings in the business cycle." 


As the regional economic center of New England, Boston provides 
significant professional, business, finance, communications and public 
utility services and serves as an important cultural, transportation and 
government center. A city with a population of 563,000 and 548,000 jobs 
in 1980, Boston has the second highest ratio of jobs to population of 
any of the nation's thirty largest cities, surpassed only by Washington, 
D.C. The high ratio of jobs to population indicates that Boston 
provides the direct source of employment and income for an area that 


extends well beyond the borders of the City and the Boston metropolitan 
area. 


EMPLOYMENT AND POPULATION IN THE 
CITY OF BOSTON AND THE METROPOLITAN AREA, 1980 


City of City as a Z of 

Boston Metro Area Metro Area 
Employment (Thousands) 548 L563 35% 
Population (Thousands) 563 ay AM 20% 


Sources: Population-U.S. Dept. of Commerce, Bureau of the Census 
"1980 Census of Population and Housing," Preliminary Reports 
Massachusetts, PHC80-P-23, January 1981. 
Employment-Boston Redevelopment Authority based on Mass. Div. 
of Employment Security Count adjusted to U.S. BEA Series. 


As the following table illustrates, the role of Boston and its 
metropolitan area is significant to the New Engiand region. Employment 
in services activities has been the most rapidly expanding sector of the 
nation and New England since 1970 and earlier.* Boston's 42 percent 
share of the metropolitan area's services employment, and the 
metropolitan area's 32 percent share of New England region services 
employment, contributed importantly to the region's overall gain of 
850,000 jobs between 1970 and 1980. 


EMPLOYMENT AND POPULATION ROLE OF THE CITY AND THE BOSTON 
METROPOLITAN AREA IN THE NEW ENGLAND REGION, 1980 


Employment Employment 
In Services Total Population 
(Thousands) 
City of Boston 189 548 563 
Boston Metropolitan Area 446 1,563 25703 
New England Region A PS 6,104 VL 5 Vo" 


(In Percent) 


City as Share of Metro Area 42% 35% 20% 
Metro Area as Share of New England 
Area ays 26 22 


Sources: U.S. Bureau of the Census, U.S. Bureau of Economic Analysis, 
Massachusetts Department of Employment Security, Boston 
Redevelopment Authority. 


Job growth in the Boston metro area, in the 1979-81 period, 
outpaced the national average. "Among the areas that saw increases in 


pM ARS CEE 
Northeast-Midwest Institute, The State of the Region, Economic 
Trends of the 1970s in the Northeast and Midwest, Washington, D.C., 


January 1979. 


manufacturing employment between 1979 and 1981, all but two were in the 
rapidly growing southern and western parts of the country. The two 
exceptions were the Boston and Nassau-Suffolk (Long Island) area, both 
with significant concentrations of high technology industries....Boston 
continued to maintain its seventh place rank....as a manufacturing 
employment center....O0f the seven largest....,Boston's advance, although 
slight, was outpaced only by Dallas. Boston outpaced Los Angeles, 
Philadelphia, New York, Chicago and Detroit...." 


From 1979 to 1981 the annual average employment growth rate for the 
Boston metropolitan area and the City was 1.7 percent, above the 1.0 
rate for both the U.S. and New England. 


Change in Employment Structure 


Between 1950 and 1980, Boston's employment structure experienced 
substantial change. Boston's services activities, including 
transportation, communication, public utilities, finance, insurance, 
business services and professional services, expanded their share of the 
City's total employment from 32 percent in 1950 to 52 percent in 1980 
while that for manufacturing and trade declined to 10 percent and 16 
percent respectively. 


COMPOSITION OF EMPLOYMENT IN BOSTON 
(In Percent) 


1950 1980 
Manufacturing 19 10 
Services 

(Transportation, Communication, and Public Utilities, 

Finance and Insur., Business and Professional Serv.) 32 52 
Trade 27 16 
Government 15 18 
Construction and Other Bed _4 
TOTAL 100 100 


Sources: U.S. Bureau of Economic Analysis, Mass. Department of 
Employment Security, Boston Redevelopment Authority. 


Total employment in Boston declined by 49,604 between 1970 and 
1976, but recovered with a gain of 48,190 jobs by 1981, reflecting a 
massive change in the City's economic structure. Services employment has 
risen by over 50,000 since 1970. Available information for the first 
quarter of 1982 shows a continued gain in private sector employment and 
a sharp reduction in public sector jobs as tax limitation legislation 
took effect following the vote at the polls in November 1980. 


U.S. Department of Labor, Bureau of Labor Statistics, Boston, MA, 
News, September 1982. 


EMPLOYMENT IN BOSTON (SUFFOLK COUNTY) BY MAJOR INDUSTRY 


1970 1976 1979 1980 1981 

Fishing, Agriculture, 746 840 594 593 540 

& Mining 
Construction 1822 9,567 10,303 10,844 10,946 
Manufacturing GOf,492 56,492 5/5213 54, 955meos s 792 
Transportation, Communica- 

tions & Public Utilities 43,029 5135; 214 35,963 37,692 38,004 
Trade 126,411 93,099 Bas ie) 90,700 90,870 

Wholesale 435992" 324863 29,677 29,999 29,646 

Retail 82,419 § 60,236 61,898 605/70) Bere224 
Finance, Insurance, Real 

Estate P25 2217463,322 66,371 T1G2oO3 “ayo 2 
Services 140,415 166,491 185,124 191,483 194,148 
Proprietors £24301 7115242 115928 12,2260 LIZ 3660 
Government 93,674 88,518 97,365 100,167 97,703 

Federal 40 [0571255963 2/51 0e 28,299 - 

State and Other Local 30,355 40,636 48,612 SIT ViLoL ~ 

Boston ZageOe eke Le 20,989 20,687 - 
TOTAL 574,289 524,685 5565400n 909,613 572,875 


Source: Boston Redevelopment Authority Research Department based on 
U.S. Bureau of Economic Analysis Employment Series for 
Suffolk County. Employment in Boston is 96 percent of Suffolk 
County, which also includes Chelsea, Revere and Winthrop. 
1981 is estimated on the basis of information from the 
Massachusetts Division of Employment Security. 


Unemployment in Boston declined substantially from the peak level 
of 1975 to a low in 1980, when it was below that for the nation as a 
whole. Throughout 1980 and 1981 Boston rates at 6 to 7 percent were 
consistently below national rates. As national economic conditions 
worsened, Boston's unemployment rates have begun to rise in 1982. 
Unemployment in Boston in October 1982, at a rate of 7.5 percent, was 
above that for the Boston metropolitan area and the Commonwealth, but 
two percentage percents less than that in the United States as a whole. 
A survey of Boston households conducted in Spring 1980 reported youth 
unemployment at twice the City average, and minorities unemployment 
fifty percent higher than the City average. 


* 
UNEMPLOYMENT RATES 
Oat. OGG; 
1970; 197541977, 29781651979 201980 419081 1981 1982 


Boston One 12. BAN Oehs) 7s) | 6.5202 Os Ae aes 7-82 hieor 
Boston SMSA 4.0 L065 7.8 5.9 Dew So Sint) 6.4 6.1 
Massachusetts 4.6 Ligd ras a Geel StS 56 63 7.0 7 <2 
New England 4.9 £053 7.6 5ai/ oer 59 633 6.3 Fi3 
United States 4.9 215 7 6.0 5.8 ie. 7.6 Lod 9.9 


* Not seasonally adjusted. 
Sources: U.S. Bureau of Labor Statistics; Massachusetts 
Division of Employment Security. 


",....change is a Boston tradition. The city and its 
metropolitan area have always relied heavily on new 
technologies and the production of high-value goods to compete 
in the national economy...Boston is better equipped than most 
older cities to prosper in a time of slow national growth. 
Its unique resources should assure the city the position of 
leadership that it has enjoyed for the past 300 years....The 

_ firms that are now important in Boston's economy deal in 
information: They invent it, manipulate it, and apply it to 
practical problems...the major industries include finance, 
insurance, and research and development firms, as well as 
educational, health, and management services...This focus on 
information means that rapid technological change has been, 
and will be, the rule.''** 


Comparisons with Other Large Cities 


Among the nation's large cities, Boston is preeminent in the extent 
of structural change and in the relative importance of the rapidly 
growing services sector (transportation, communication and public 
utilities, finance and insurance, business and professional services, 
health and higher education). The share of Boston's employment in 
services activities increased from 44 percent, in 1969, to 54 percent, 


wk 
From Future Boston, Joint Center for Urban Studies of MIT 


and Harvard, Cambridge, June 1982. R1/83 


in 1980, in comparison with a growth, for the nation's 34 largest 
cities, from 34 percent, in 1969, to 38 percent, in 1980. The 
comparable shares for the nation as a whole were 28 percent in 1969 and 
31 percent in 1980. As the leading modern services activity center of 
the Nation, Boston's ranking was followed by that of San Francisco, New 
York, New Orleans, Philadelphia, St. Louis, Denver, Newark, Atlanta and 
Baltimore. 


DISTRIBUTION OF EMPLOYMENT BY BROAD INDUSTRY GROUPS 
(As a Percent of Total Employment) 


* 
Manufacturing and Trade Private Services 
1969 1980 1969 1980 
Boston 35 26 44 ; ey 
34 Large Cities 45 41 34 38 
United States + && 43 28 31 


Private services include three l-digit SIC categories: 
Transportation and Public Utilities; Finance, Insurance and 
Real Estate; and Services (Business, Professional, Health and 
Higher Education). 
Source: U.S. Department of Commerce, Bureau of Economic Analysis. 


ROLE OF SERVICES ACTIVITIES IN THE NATION'S LARGE CITIES: 
PRIVATE SERVICES EMPLOYMENT AS A PERCENT OF 
TOTAL NON-FARM WAGE AND SALARY EMPLOYMENT, 
TOP 10 OF 34 LARGE CITIES, 1980 


Cities Total Employment Private Rank 

Employment In Private Services 

By Place Services As a Percent of 

Of Work Total Employment 
Boston pa7.59/ 300, 338 52 1 
San Francisco 593,319 305,361 ai g 
New York aa39,222 1,702,666 49 3 
New Orleans 342,850 $53,238 45 4 
Philadelphia Bi3.871 SPeaNe EB: 44 5 
St. Louis BB25179 164,772 43 6 
Denver 437,862 Baas 316 42 7 
Newark 395,828 1625593 41 8 
Atlanta 9615307 20751380 40 9 
Baltimore 484,435 196,617 40 10 
34 Cities Total 28,226,920 10,/54,598 38 
United States 95,298,000 29,819,000 31 


Private services were the largest source of employment growth in 
Boston and the nation's large cities. From 1969 to 1980, private 
services expanded by 26 percent while all other sectors, including 
manufacturing, trade, construction, and government, grew by only four 
percent. Overall employment growth had averaged eleven percent. In the 
1980s, private services will continue to make up most of the new jobs in 
urban areas, including Boston. 


Export Role 


A traditional source of employment for export--manufacturing--plays 
a diminishing role in Boston's economy. Boston's employment outlook is 
promising, nevertheless, because the City exports health and educational 
services, business and professional serviees and finance and insurance 
to regional, national and international markets. In comparison with 
fourteen other large cities, Boston had the largest relative export role 
in services. 


EXPORT AND IMPORT ROLES IN SERVICES ACTIVITIES 
BOSTON AND 14 OTHER LARGE CITIES 
PERCENT OF EMPLOYMENT REPRESENTING EXPORTS (+) OR REFLECTING IMPORTS (-) 


Large Cities Services” 
1969 1980 
Boston 28.3 40.7 
Sunbelt 
Atlanta PO. 2 T3oe5 
Houston Naat PHF | 
Los Angeles 12.6 Po.c 
New Orleans 29.7 24.8 
Phoenix ‘gyi 0.9 
Industrial 
Chicago -2.4 33 
Cleveland -5./7 6.7 
Petroit -5.4 6.8 
Philadelphia 16.0 29.4 
St. Louis 2059 2065 
Broad-Based Services 
Denver 10.3 15.3 
New York 22.7 28.2 
San Francisco 19.5 26.4 
Washington, D.C. se fo PS) oo aa 


Business and Professional Services, Health and Higher Education. 


Source: U.S. Department of Commerce, Bureau of Economic Analysis 
(Location Quotient Analysis). 


Prospects for the Nation's Economy 


Though the growth of high technology industry, business and 
professional services, higher education and medicine have made the New 
England economy less vulnerable, the outlook for the nation will impact 
the region. Unemployment in the region has been rising, and the fact 
that it is two percentage points below the national average is of 
limited comfort. As of the time of this report, the prospects for the 
national economy are clouded. Economic growth is expected to stage only 
a moderate recovery and resurgence in 1983 and 1984 after the severe 
downturn in 1982. Regional gains should be slightly greater in view of 
the Oe severe losses occurring from 1980-1982, and the strength of the 
region's now modern economic structure. 


After a poor record in 1982, the years 1983 and 1984 are expected 
to show a recovery. In summary, the next two years should be a time of 
moderate economic growth and lowered inflation. Unemployment will 
remain significantly high. 


ECONOMIC OUTLOOK FOR THE UNITED STATES, 1982-1984 


A. United States 1982 1983 1984 
(Estimated) (Projected) 
1. GNP ($ Billions) $3,080.4 $3,370.9 M5 73360 
(%) Change none at A +9.4% +10.82 
2. Investment (S$ Billions) $423.5 $467.1 $550.6 
(%) Change -2.52% +1032 +iJo9A 
3. Industrial Production (1967=1) bs 42 1361 pectlapl 
(%) Change -6.02 6.3% ala 
4. Total Employment (Thousands) 99,855 102,186 105,200 
(%) Change -0.64% 2.3% 29h 
5. Personal Income ($Billions) $2,589.6 S22 G2lc8 $3,097.9 
(%) Change TeSLe 9.0% 9.82 
6. Housing Starts (Million units) 1.039 Lvs38 1.609 
7. Consumer Price Index (4%) 6237, Gves 6452 
8. Unemployment Rate (%) O252% 8.8% 8.0% 


Source: Data Resources Incorporated, Control Forecast, July 1982. 


Capital Investment Trends and Plans 


Since high technology products are principally capital goods, even 
though largely centered in the rapidly growing knowledge industries, the 
monitoring of recent trends in capacity utilization, construction, 
capital investment and anticipations is important. 


Several aspects of manufacturing capacity utilization rates have 
significance for the demand for the products of the region's high 
technology industry. Manufacturing capacity utilization rates for both 
the United States and New England have been declining since 1977. New 
England, with an older capital plant, on the average, has utilization 
rates less than those for the nation as a whole. In terms of annual 
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changes in the utilization rates, New England's experience has been 
slightly more favorable than that for the nation as a whole, rising more 
and declining less. In 1981, utilization rose marginally in New England 
while declining fractionally in the United States. 


MANUFACTURING CAPACITY UTILIZATION RATES, AND PERCENT CHANGE, 1975-1981 
UNITED STATES AND NEW ENGLAND COMPARISONS 
(In Percent of Capacity Utilization) 


United States New England 
Rate Change Rate Change 
1977 Slieo j #250 
1978 84.64 4. +209 78.9 +6.9 
1979 S527 +33 80.1 lie 
1980 79.0 -6.7 7493 -5.8 
1981 78.4 -0.6 LOL +0.9 


Source: U.S. Department of Commerce, Bureau of Economic Analysis, for 
UeSs 
The First National Bank of Boston, for New England. 


Trends in the value of construction contracts represent another 
important factor in the market for the products of high technology 
industry. For the nation as a whole, the rate of growth in the value of 
construction contracts rose smartly in the 1959-79 period, but declined 
in the years 1979-81. In contrast, the growth rate for New England 
was less in the 1959-79 years, but continued to be positive in the 
1979-81 period. Construction contract value growth in Massachusetts 
paralleled that of New England, and, it may be noted, the growth rate 
for the state has exceeded that for New England since 1979. 


The most important measure of significance for demand for high-tech 
products, however, are trends in capital spending and planned 
expenditures. Several aspects are of note. For the nation as a whole, 
capital spending in manufacturing rose rapidly in the 1959-79-81 period, 
but planned capital spending is projected to fall in 1982. In 
contrast, capital spending in non-manufacturing activity, including 
services, for the nation as a whole, has been rising throughout the 
period 1959-79-81, and planned spending is expected to rise for 1982. 
Even more notable is the New England experience (for which information 
on manufacturing only is available). In the case of the region, capital 
spending expanded at slightly less than the national rate in the 1959-79 
period, at more than the national rate in the years 1979-81, and planned 
spending exhibits a large positive for 1982 in comparison with the 
projected decline for the United States. 


val 


VALUE OF CONSTRUCTION CONTRACTS AND TRENDS OF CHANGE 
1959-1980 


United New Massachusetts Massachusetts 
States England As a Percent of 


New England 
(Millions of Dollars) 


59 36,268 1,834 796 43 
1974 93,685 4,086 1,899 46 
1979 168,446 5,944 23038 44 
1981 150,189 6,571 3,161 48 


(Annual Rates of Change, in Percent) 


1959-1974 10.6% 8.2% 9.2% - 
1974-1979 16.024 9.12% Pe th - 
1979-1981 -5.9% Silks 9.5% - 


Source: Federal Reserve Bank of Boston, from F.W. Dodge, McGraw-Hill 
Information Systems Company. 


CAPITAL SPENDING, ACTUAL 1959-1981, AND PLANNED 1982 
UNITED STATES AND NEW ENGLAND COMPARISONS 
(In Thousands of Dollars) 


A. Capital Spending, 1959-1982 (Current Dollars) 


Year United States New England- 
Non- 
Manufacturing Manufacturing Manufacturing 

1959 $13,760 $31,020 $556 
1979 98,680 171,770 a eo79 
oy 126,790 194,700 4,561 
1982 237550 199,430 >, 110 
B. Trends in Capital Spending, 1959-82 (Annual Average Rate in Percent) 
1959-79 #10.4% +8.9% +942 
1979-81 13.42 +6.5% +16.22% 
1981-82 -2.6% +2.47% +12.024 
C. Actual vs. Planned, 1981 Capital Expenditures for Manufacturing. 

Actual Pianned 
United States T1072 nl GS Wy 4 
New England 12,04 cae yey 4 


Note: Non-manufacturing capital spending series is not kept for 
New England. 

Planned. 

Source: Federal Reserve Bank of Boston, Economics Department, "The 
1982 Outlook for Capital Spending Among New England 
Manufacturing Firms." March 1982. Survey of Current 
Business, "Plant and Equipment Expenditures, the Four 
Quarters of 1982", September 1982, p.35ff. 


*K* 
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Energy in Massachusetts 


Throughout the 1970s, Massachusetts paid more per unit of energy 
than the nation as a whole for petroleum, natural gas and electricity. 
In 1971, the cost of energy to Massachusetts' manufacturers was 58 
percent above that of the United States. After the oil shocks of the 
mid-70s, the difference reached 88 percent. Since 1976, however, the 
state has improved its competitive position as the energy cost 
differential receded to the 1971 level. 


The state's cost disadvantage will likely decrease further in the 
early 1980s. While businesses, industries, utilities and residents in 
Massachusetts use relatively more petroleum products than their national 
counterparts, the price of petroleum has been stable since 1980. In 
contrast, the price of deregulated natural gas has risen rapidly since 
1976, especially in other regions. In fact, the ratio of Massachusetts 
to United States costs for distillate oil and natural gas diminished 
substantially in the 1976-80 period. Thus, other regions are now paying 
much more for their most heavily used fuels, while Massachusetts is 
paying about the same price for its chief energy sources. 


The Massachusetts' industrial sector has improved its competitive 
position since 1974 due to the shrinking energy cost differentials and 
the fact that the state's industries are less energy intensive than the 
same industries in the nation. Within a given industry, the 
sub-industries in the state require relatively low amounts of energy per 
employee. Both adjustments to operations during the 1970s in 
established industries and growth of high-technology, low-energy 
manufacturers improved the state's relative standing. In addition, the 
structural shift toward services activities since 1976 has further 
improved the state's competitive position in terms of energy use. 
Furthermore, in comparison with national averages, the state's 
households are quite energy efficient. 


The short-term energy outlook for Massachusetts is good for all 
sectors. Oil prices are stable and supply is sufficient. As nationwide 
gas and oil prices reach parity with Massachusetts' oil prices, and 
conservation and other energy alternatives replace some oil use, the 
state's competitive position, especially in the industrial sector, will 
continue to improve. In the long term, however, oil uncertainties cloud 
the state's outlook. Massachusetts is still vulnerable to sudden oil 
price hikes or supply shortages due to the state's relative dependence 
on petroleum. 


i 


COSTS OF PURCHASED FUELS AND ENERGY CONSUMED IN MANUFACTURING, 


UNITED STATES, NEW ENGLAND AND MASSACHUSETTS 1971, 


United Stat 
New England 
Massachuset 


All Fuels 

Electricity 
0il-Distill 
0il-Residua 
Natural Gas 


Source: 


1974, 


1976,1980 


Cost in 1980 Dollars per Million BTU 


1980 1976 1974 1971 
es 4.06 2.93 e.23 1.48 
6.03 4.43 4.03 Ler 
ts 6.45 4.93 4.20 2530 
Cost Ratio 
Leoo 1.68 1.88 1236 
1767. | «Ss: 1.91 Poe 
ate Leu LAG ge: Lod OF 
i Tew 1.06 1.08 1.10 
1944 1.86 2.09 Sy 


U.S. Department of 


Percent Change 
1971-80 


1742 
183% 
177% 


of Massachusetts to United States 


Commerce, Annual Survey of Manufacturers, 


Fuels and Electric Energy Consumed; New England Reginal 
Commission, Analysis of Energy Use in the Manufacturing 
Sector of New England, March 1979. 


Sector 


Residential 


Petroleum 


Natural Gas 


Electricity 


Commercial 
Petroleum 

Natural Gas 
Electricity 


Industrial 
Petroleum 
Natural Gas 
Electricity 
Coal 


Transportation 


(All petrol 


Electric Ut 
Petroleum 
Natural Gas 
Coal 
Renewables 
Nuclear 


Source: 


eum) 


ilities 


ENERGY CONSUMPTION COMPARISON 
MASSACHUSETTS AND THE UNITED STATES 


United States (1979) 


14% 


302% 


of total 


26% 


of total 


20% 


of total 


Orr coca. 
32% 

45 

20 


of total 
42% 

oi 

25 


32% 
35 
hi 
14 


13% 


Massachusetts (1978) 
Zi eeote COLaL 


59% 


24% of total 


LintoL. cCoOvaL 


664 

16 

16 
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262 0L total 


ieee ory coral 


83% 
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James Connelly, Lewis Cohen and Robert Persons, Energy 


Efficiency through Site and Neighborhood Design (Mitre, 
August 1981), p. 333. 
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ENERGY USE BY SECTOR, 1979 
MASSACHUSETTS, NEW ENGLAND AND UNITED STATES 


Energy Use in Millions of BTU 
Massachusetts New England United States 


Household per Capita 64.7 70.9 70.0 
Commercial per Capita 49.9 fe Nie Dees 
Manufacturing per Employee OS oe 240.3 563.4 
Transportation per Capita 66.8 68.5 92°65 
Total per Capita 2230p 242.8 358.8 


Sources: U.S. Department of Commerce, Statistical Abstract of the 
United States 1981; Bureau of the Census, 1980 Population 
Characteristics; Bureau of Economic Analysis, Employment 
by Industry. 


Population 


Between 1970 and 1980 Boston's population declined by twelve percent, 
extending the loss, since 1950, to thirty percent. Of the eleven 
cities, of the nation's top twenty, which have lost population in the 
last decade, Boston's reduction was exceeded by those for New York City, 
Chicago, Milwaukee, Philadelphia, Detroit, Baltimore, Washington, D.C., 
and Cleveland. Despite the decline in population, the Census Bureau 
reports a 1970-80 growth in Boston's housing stock, and an increase in 
the number of households, with a reduction of household size from 2.8 to 
2.4 persons per household. (See Characteristics of Housing Stock.) 


The reported overall Boston population loss of 78,077 people, or twelve 
percent, between 1970 and 1980, encompassed a reduction in the white 
population by 130,772 persons, or 25 percent. As a consequence, the 
proportion of whites in the total population fell from 82 percent, in 
1970, to 70 percent, in 1980. In contrast, the black population grew by 
21,522 persons representing a 21 percent increase. The Hispanic 
population doubled, rising from 17,984, in 1970, to 36,068, in 1980, 
increasing their share of the City total from two percent to six 
percent. 


ZI- 8 - €T- 
S ST Sz 
bc- vI- vam 
tI1- € - 9T 
SE SeT vITt 
9I- Tt- i 
v STA 92 
Ss € - S - 
GS - SS ct 
bZ ce TIE 
02 TT vv 
€T- v- {= 
92 ZZ TL 
PL bz 9S 
Tz- 6 - oT- 
6Z ZE LS 
€T- Bata t= 
9 eT 92 
TI- S - Ca 
OT- Z te 
O8-0Z6T 02-0961  09-0S6I 


ebueyo .us0Aeg 


¥66'7Z9S 
TL8’b9S 
778’ ELS 
Z1z°9E9 
0SS‘9£9 


TS9‘LEO 
9SE ‘99 
vL6'8L9 
L08‘00L 
TT6‘b9L 


OTh’S8L 
GLL‘98L 
vOS’SL8 
8L0‘b06 
6EE “E07 ‘T 


980'P6S’T 
O1z’ss9’'T 
€91'996'Z 
190‘S00‘E€ 
O£0’TLO‘L 


os6T 


TLO‘Tb9 
SGZO’ObS 
6L8‘OSL 
TLE’ LTL 
€16’6SP 


899’9SL 
886 ‘E79 
VL9’STL 
9S8‘°9EL 
€0€ ‘PSs 


EST’ bS9 
L8L‘S06 
TLb‘L69 
Tor‘ tre 
€90‘PIS‘T 


GEG‘EE7’T 
966'6b6‘T 
Tos ’t18‘z 
LSE‘69£°E 
€9S’S68'L 


OL6T 


L6T‘L69 
OTE‘ TLb 
0S0’928 
PCE‘ IbL 
96T ‘FOZ 


956’€9L 
vzZS °L6P 
OTE ’OPL 
8SZ ‘BLE 
OLT‘6Eb 


BTL‘ LES 
bZ0'6E6 
bez ELS 
b89'6L9 
brT‘0L9'T 


612 ‘BEG 

71S ‘z00'zZ 
STO’6Lb'Z 
vor ’oss’e 
v86'T8L’L 


O96T 


vbr’ tos 
T06 ‘SLE 
808 ’V16 
Z6E “LED 
087 ‘S6 


8LT’z08 
000 ‘96E 


LSE‘SLL 


ELT’LZb 
818’90T 


cbb‘S0b 
BOL ’6U6 
LEE ‘PEE 
TOPPED 
89S ‘6b8'T 


€9T‘96S 

S09‘TLO’Z 
8SE’0L6'T 
796'0729'E 
LS6‘T68'L 


OS6T 


(29pz0 yUeY UOT ZeTNdod OBET UI) 


SOTFFD 3Wobhze] OZ AOJ voTAeT{Ndog Teo, 


“nesing snsusd *S*n :901Nn0S 
uoqsog °OZ 
snquntod *6T 
PUPTIAZTO “ST 
DOYNeMTIW “LT 
e9sor ues “OT 
"O°a ‘uoqbutysem “GT 
STyduoy * pt 
OOSTOUPIA UPS “FT 
St[Todeuetpuyr 7T 
xTUs0Ud * TT 
- OTUOQUY UPS “OT 
9IOUTITeEG °G 
obatq ues °g 
SeTTed “ZL 
¥TorAWed «= *9 
uoqsnoy] °G 
etydqTepettyd “Pp 
so[ebuy soy “¢ 
oheotyo °z 
YAOX MON “T 
yUueYy 


16 


RACIAL AND ETHNIC COMPOSITION OF BOSTON'S POPULATION, 
1980 AND 1970 


Change 


1980 1970 Number Percent 

Total 562,994 641,071 - 78,077 - 12% 
White 3935937 524,709 * *=1305772 - 25 
Black 126,229 104,707 4) 2 16522 + 21 
Other 42,828 T1y655 +3 F179 +268 


Percent Composition 


Total 100.0% 100.0% 

White 70.0 81.8 

Black Zowt 16.3 

Other 7.6 lag 

Hispanic Population 
Change 
1980* 1970** Number Percent 

Total 36,068 172984 Pat + 18,084 +100.6% 


* Persons of Spanish Origin. 
** Persons of Spanish Language. 


Source: U.S. Bureau of the Census, March 1981. 


POPULATION OF BOSTON AND BOSTON STANDARD METROPOLITAN STATISTICAL AREA, 
1970 AND 1980 


Percent 
Change Change 
1970 1980 1970-1980 1970-1980 
Boston SMSA 2,899,101 26635357 - 135,774 - 4.72% 
City of Boston 641,071 562,994 - 78,077 -12.2% 


Source: U.S. Census Bureau. 
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Labor Force and Educational Levels 


There was a broad advance in the educational attainment of adults 
and the occupational skilis of resident workers in the 1970-80 decade. 
As a consequence, Boston's labor force was relatively successful in 
competing for the newly emerging jobs in the City, in 1980. In contrast 
to the twelve percent 1970-80 decline in population, Boston's labor 
force (those residents 16 and over available to work) had remained 
relatively stable, suffering a loss of four percent only, with most of 
the net reduction in population concentrated in the under 16 age group. 
The composition of the labor force had changed, however, with a net 
growth of 28,000 young adults, in the 25 to 34 year age group 
(reflecting mainly a middle-class, largely professional influx), and the 
increase in minorities. 


The share of Boston's adults with four or more years of college 
doubled between 1970 and 1980. A major part of this improvement 
represented higher levels of education of Boston students. The 
proportion of Boston's high school graduates attending college had 
increased from 25 percent, in 1960, to 36 percent in 1970, 44 percent in 
1977, and 54 percent in 1982. 


The skills level of Boston's labor force progressed notably, with 
the share of workers in professional, technical and managerial 
occupations rising from 17 percent in 1960, to 23 percent in 1970, and 
30 percent in 1980, in response to changes in Boston's economic 
structure. Conversely, the proportion of the City's labor force in 
blue-collar occupations fell from 33 percent in 1960, to 28 percent in 
1970, and 22 percent in 1980. The decline in blue-collar occupations 
had paralleled the City's loss of blue-collar jobs, and the 
out-migration of many blue-collar workers and their families. 


Newly available information from the 1980 Census confirms the 
relative success of Boston resident workers in competing for Boston 
jobs. Boston resident workers held 35 percent of Boston's jobs in 1980, 
in comparison with 44 percent in 1960 (when the City's labor force was 
larger), and 37 percent in 1970. A comparison of the occupational 
profile of Boston resident workers with the occupational make-up of 
Boston jobs shows a high degree of similarity. In contrast, the 
occupational profile of Boston suburban workers reveals a lesser share 
in professional, managerial and technical occupations, and a higher 
share of blue-collar. A comparison of the industry of employment 
profile of Boston resident workers with the composition of the City's 
jobs, by industry, shows a similar match. 


Despite these advances by Boston's labor force, there is also 
evidence of a continued mismatch between the job skills of a share of 
the City's workers and those required by the newly created jobs. To 
address this problem a newly formed collaborative between the public and 
private sectors, the Boston Compact, has been established to provide 
instruction, counselling, work experience, and job placement for 
students of Boston's public school system. 
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PERSONS 25 AND OVER BY YEARS OF SCHOOL COMPLETED, BOSTON 1980 and 1970 


1980 1970 
Persons Percent Persons Percent 
0-8 years 54,932 16.6 91,582 26.1 
1-3 years high school 49,407 14.9 fi eyoh Bi 20.4 
High school ELS; 787 35°00 120,350 3450 
i-3 years college 43,451 eye! 30,876 8.8 
4 or more years of college 67,073 2093 36,245 POs 
Total 330,650 100.0 350,564 100.0 


Source: U.S. Bureau of the Census, Census of Population: 1980, Summary 
Tape File 3, Massachusetts; courtesy of The Boston Globe. 
Census of Population and Housing: 1970, General Social and 
Economic Characteristics, Massachusetts. 


OCCUPATIONAL CHANGE IN BOSTON'S RESIDENT EMPLOYED, 1960-1980 


1960 1970 1980 

Number Z% Number % Number % 

White Collar 126,471 m4, 146,657 552 ~ 1547000 bon 
Prof. & Technical 33,476 12 44,894 17 51,979 20 
Managerial 15,604 5 155035720 Ly peoe Lu 
Clerical & Admin. 58,990 21 1 P6557 58 fear 25 
Sales 18,401 6 153073 6 18,788 7 
Blue Collar 96,576 33 75), 1609828 545450 22 
Craftsmen 32,398 ll 20, STaeeL0 Toye 8 
Operatives S2y 17 5ee = bes) 36 , 69 5eeat4 24,825 10 
Laborers & Farm 12,003 4 11,308 4 9,855 4 
Service 38,034 14 44,688 17 Ay rou eeLo 
Not reported 2745715 9 —— = te 

Total 288,246 100% 266,505 100% 256,047 1002 


Source: U.S. Census, 1960,1970,1980. (R/1/18/83) 
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BOSTON EMPLOYMENT, COMPARISON OF RESIDENT AND COMMUTER LABOR FORCE, 


1960-1980 
1960 1970 1980 
Total Employment 530,800 lr. 23 7 548,497 
Resident Employment 23457 53 218233 192,360 
Percentage 447 39% 35% 
Commuter Employment 296,047 338,004 356,137 
Percentage 564 61% 65% 


Source: Total employment, U.S. Bureau of Economic Analysis. 
Resident and commuter employment compiled by BRA Research 
Department from 1980 Census STF-3 data and 1960 and 1970 
Censuses. (R/1/18/83) 


OCCUPATIONAL COMPARISONS, 1980 
BOSTON RESIDENT LABOR FORCE, WITH TOTAL BOSTON AND METRO AREA EMPLOYMENT 


Boston Total Boston 
Resident Boston Suburban 
Workers Jobs Jobs 
White Collar 60% : 662% 542 
Prof. & Technical 20 fuga 16 
Managerial 10 10 10 
Clerical, Admin. a Be 28 rap 
Sales 7 6 7 
Blue Collar 22 21 Sys 
Craftsmen 8 - - 
Operatives 10 - - 
Laborers 4 ~ - 
Services 18 14 13 
Total 100% 1002 1002 


Source: U.S. Census 1980 for Resident Employment. Future Boston by the 
Joint Center for Urban Studies of Harvard and MIT from 
Massachusetts Division of Employment Security for total Boston 
employment, by Occupation. 


Income and Cost-of-Living 


The U.S. Department of Commerce publishes data on personal 
income. The table below gives a historical summary of per capita 
personal income for Boston, the Commonwealth and the United States. 
Since 1972, Boston's per capita personal income has risen at the same 
rate as that of the metropolitan region and faster than that of the 
Commonwealth. Also, since 1977, Boston's per capita income gain has 
been greater than those of the metro region, state, and nation. Asa 
consequence, Boston's per capita personal income, as a percentage of 
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metropolitan area personal income, rose from 85.2 percent in 1977 to 
86.6 percent in 1980. 


PER CAPITA PERSONAL INCOME 


rs ve ys rs 
Annual Boston Annual Massa- Annual United Annual 


Year Boston Change M.R.C.* Change chusetts Change States Change 


1965 $2,886 = Sa eru d - $2,981 - $2,785 - 
1970 4,084 1.24, » 430603 8.0% 4,349 VPs: Semis Pe bs) 7.24 
aR) 4,253 4.1 4,861 655 4,591 50,0 4,167 5.6 
1972 4,485 5.5 5,181 6.6 4,946 Ay 4,515 8.4 
1973 4,891 9.1 5,624 8.6 5,364 8.5 54010 gto 
1974 5,339 922 6,119 8.8 5,815 8.4 5,448 8.7 
1375 5,662 6.0 6,529 6.7 6,211 6.8 5,842 had 
1976 6,078 iS 7,043 1g 6,698 Arete 6,367 9.0 
19,77 6,551 7<8 7,682 , oat 15289 8.8 6,971 Jeo 
19.78 7,404 13.0 8,454 10.0 8,000 9.8 iti ithe Bee 848)! 
179 ‘soy oe) 11.6 9,544 Wes, 8,990 12.4 8,638. 11.8 
1980 OAS eS tS 10,803 13:2 10,118 Was) Js44 10.1 


* Boston Metropolitan Region Counties. 
Source: U.S. Department of Commerce, Bureau of Economic 
Analysis . 


Income levels were eroded by inflation in the 1970-80 decade, and 
poverty spread in Boston, the Metro Area, Massachusetts and the United 
States, according to recently released information from the 1980 Census 
of Population. The same source also reveals stability in Boston's 
middle class. Median family income (the income of the mid-point family 
in an array by size), adjusting for inflation, declined by nine percent 
in Boston between 1969 and 1979, reflecting, in part, the growth in 
minority population. In comparison, there was a three percent rise for 
the metro area. In contrast, the spread in the decennial change in mean 
(average) family income, between the City and the metro area was 
considerably narrower. -And finally, in terms of per capita income, 
which adjusts for the smaller size of Boston families, both the City and 
the metro area reported gains in inflation-adjusted terms, between 1969 
and 1979. 
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MEDIAN AND MEAN FAMILY INCOME AND PER CAPITA INCOME, AS REPORTED BY 
THE POPULATION CENSUS, FOR BOSTON AND THE METRO AREA, 1969 AND 1979 


1979 1969 Percent 
(Dollars) Constant Current Change 
Dollars Dollars In Real 
(1979 prices) Income 
Median Family Income 
Boston $16,062 $17,627 $9,133 -8.9 
Boston Metro Area 22,848 22,097 11,449 3.4 
Mean Family Income 
Boston 19,415 19,825 10,272 -2.1 
Boston Metro Area 26,283 25,638 13,284 Zieh 
Per Capita Income 
Boston 62555 5,981 3,099 9.6 
Boston Metro Area 8,184 7,166 3RhIS 14.2 


Source: U.S. Bureau of the Census 
1979: Census of Population and Housing, 1980: Summary Tape 
File 3, Massachusetts; Summary Characteristics for 


Governmental Units; and Provisional Estimates of Social, 
Economic, and Housing Characteristics. 

1969: Census of Population and Housing, 1970: General Social 
and Economic Characteristics, Massachusetts. 
Constant dollars calculated by applying 1969 to 1979 change in 
the Boston Consumer Price Index (93%). 


As of Autumn 1981, the Boston area's annual cost of an intermediate 
budget for a four-person family ($29,213), according to the U.S. Bureau 
of Labor Statistics, was second highest of the 38 largest metropolitan 
areas in the contiguous United States, behind only New York City. The 
impact of property taxes on housing costs is one of the principal 
factors in the relatively high family budget costs in the Boston area. 


From July of 1981 to July of 1982, the cost-of-living in the Boston 
area rose 4.8 percent, markedly below the increase in the United States 
as a whole of 6.5 percent. Components of the Boston consumer price 
index showing the largest increases during this period were medical care 
(13 percent) and transportation (5 percent). Fuel and utilities (4 
percent), food (3 percent) and housing (3 percent) registered only small 
advances. During the decade of the 1970s, Boston's cost-of-living rose 
100 percent while the United States index climbed 106 percent. 


Educational and Medical Institutions 


The City has 35 hospitals, including Massachusetts General, 
Tufts-New England Medical Center, University, and Boston City Hospitals. 
In addition, the City is the home of the medical and dental schools of 
Harvard, Tufts, and Boston Universities. 


There are 65 colleges and universities in the Boston metropolitan 
area, at which there are enrolled approximately 250,000 students, 
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125,000 of whom attend institutions in the City. When trade and 
vocational schools are added, the metropolitan area has over 100 
institutions of higher education. Boston has more students in relation 
to population than any other major U.S. city. 


Culture and Tourism 


Boston is recognized as a center for culture, with many 
organizations devoted to various arts and sciences, including major 
museums, such as the Museum of Fine Arts and the Museum of Science, and 
well-known performing groups, such as the Boston Symphony Orchestra and 
the Boston Pops. 


The City has experienced an expansion of tourist visitors, due in 
part to national demographic, personal income growth, and dollar 
devaluation factors. Based on information, compiled by the Greater 
Boston Convention and Tourist Bureau and the BRA, the number of Boston's 
tourists rose steadily from 2.9 million in 1970 to 5.7 million in the 
bicentennial year of 1976. This was followed by a post-bicentennial 
slump in 1977 to a level of 4.8 million. Since then the flow of 
tourists rose again reaching a level of 5.5 million in 1980. The annual 
rate of growth in visitors to Boston was 6.6 percent in the period 
1970-80. 


Transportation 


Boston is a major national and international air terminal, a 
seaport, and the center of New England's rail, truck and bus services. 
The City is served by three limited access interstate highways, which 
connect it to the national highway system, including the Massachusetts 
Turnpike which traverses the State from the eastern edge of New York 
State directly to downtown Boston. 


Boston's transportation planning is based on a reordering of 
priorities from the highway-dominated programs of the past and towards a 
public transit orientation. Investment in public transportation has 
been facilitated by Federal transportation legislation which has 
permitted the MBTA to receive a total of approximately $1.7 billion 
since 1965, with $287 million of this received in 1979 and an estimated 
$300 million for 1980. The current transportation capital program for 
the next ten years envisions an investment of about $3 billion in the 
Boston urban area, funded principally by the Federal government. 


The Massachusetts Port Authority ('"MassPort") was created by the 
State legislature as a body politic and corporate to stimulate and 
support the Massachusetts economy through development and management of 
Boston's major air and sea transportation centers and the Tobin Bridge 
over the Mystic River. MassPort is financially independent and the City 
is not responsible for any debt or other obligations incurred by 
MassPort. 


Since the Authority was formed in 1959, heavy use of Boston's Logan 
Airport and the Port of Boston has compelled significant expansion of 
the facilities. At Logan, served by 34 domestic and international 
airlines, the last of five major terminal projects recently opened for 
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business. Air travel passengers arriving and departing Logan Airport 
have increased at an annual rate of five percent between 1970 and 1980. 
In 1981, Logan served 14.8 million passengers, handled 109 million 
pounds of mail, and carried 389 million pounds of cargo on a total of 
252 thousand flights. 


The Port of Boston is one of the largest in the nation. In 1981 
general cargo tonnage decreased by nine percent in Boston compared to 
losses of twelve percent in Baltimore, ten percent in Hampton Roads, 
Virginia, eight percent in New York and six percent in Philadelphia. 
Over 821,000 tons of freight was shipped in 1981 on about 1,000 vessels. 
In Boston, $3.4 billion of foreign (export and import) cargo was shipped 
through the Port of Boston out of an estimated $6 billion total value of 
cargo shipments handled. 


Construction, Office Space, and Investment Prospects 


Public and private investment have significantly transformed 
Boston's economic base, in the last two decades, in comparison with the 
legacy of obsolescence and decay consequent to the negligible levels of 
investment in the thirty years following the national depression of 
1929. 


Responding to the shortage and projected growth in demand, several 
new hotels have been completed while others are underway and planned. 
Since 1980, five hotel project completions have added 1,332 new rooms to 
the City stock as of December 1982. Currently, four new hotels are 
under construction which will total 2,743 new rooms to be completed over 
the next three years through mid-1985. With these hotels and completion 
of another one planned for late 1985, the number of hotel rooms in 
central Boston will have risen from the 1980 inventory of 7,333 to 
11,748 by 1986, representing a growth of 60 percent. In addition, 
several existing hotels have been renovated. Furthermore, a few other 
new hotel projects have been proposed for completion beyond 1985. In 
1982, the demand for hotel rooms remained strong. Occupancy rates rose 
steadily from a low of 64 percent in 1975 to a peak of 77 percent in 
1979. From 1980 through 1982 annual occupancy rates have been lower 
than peak levels but remain healthy, even with the addition of the new 
rooms. The September 1982 occupancy rate of 79 percent was below the 83 
percent of September 1981. Hotel room sales through September, were 9 
percent above those of the previous year. 
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BOSTON'S HOTEL MARKET 
NEW CONSTRUCTION 1980-1985 


Date Hotel New Constrecntanm Number of 
Rooms (Rooms) Hotel 
Projects 
1980 Phat ie - . - 
1981 Leth + 410, 2 
1982 8-655 + EPs 3 
1983 9,459 + 804 ke 1 
1984 | 10,894 #1, 435 oy 2 
1985 Ll sap + 854 de 
+4,425 10 
xx Completed. 
ane Under construction. 
Planned. 


Note: List includes only new rooms, not rehabilitation of existing 
hotels. 


Source: BRA Research and Development Departments, 1982. 
1981 Inventory from Occupancy Survey base for City. 


Because of the growing importance of the services sector to the 
City's economy, an appropriate index of economic activity for this 
sectcr is the trend in office space utilization. Vacancy rates in 
Boston's office space rose moderately through the mid-1970s, according 
to a real estate management firm, Ryan, Elliot and Co., Inc., reaching a 
peak of 14.3 percent in 1977. Since 1977, office occupancy surveys by 
the Building Owners and Managers Association reported a consistent 
decline in the vacancy rates from 5.8 percent in 1979 to 3.2 percent in 
1980. By October 1981 the vacancy rate had declined to 2.1 percent, the 
lowest level since 1970. The October 1982 office vacancy rate was 
reported to be 3.6 percent, consisting of 1.1 percent in Back Bay and 
4.5 percent downtown. This slightly higher vacancy rate was primarily 
due to Class B and C unoccupied space downtown in the $10.00 to $18.00 
range, some of which has been vacated to allow for renovation and 
modernization to higher quality standards required by newer tenants. 
There is virtually no availability of Class A space downtown and in Back 
Bay for which vacancies fell from 5.3 percent in October 1978 to 1.3 
percent in October 1982. 


Office rental rates reflect the current shortage of space. An 
office industry study, the "National Office Market Report," noted that 
in 1982 downtown Boston first class office buildings were renting at an 
average of $29 per square foot in a range from $23.50 to $40, and that, 
in contrast, newly constructed office space is renting at a $32 average, 
in a range of $27 to $40 per square foot. In 1982 BOMA noted the 
spiralling office rental rates by contrasting the fact that, 
whereas in April 1981 35 percent of Boston office space rented at $20 
and up, the share had grown to 74 percent by April 1982 with virtually 
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no rise in vacancy rates for first class space. In October 1982 this 
percentage declined slightly to 71 percent indicating some recent 
stability in rental rates. 


The total current supply of private office space in Boston (both 
occupied and vacant) is estimated at 39 million square feet, over forty 
percent of which has been completed since 1960. Absorption of new 
office space peaked during the 1973-1975 period when 1.45 million square 
feet was occupied annually. This high absorption rate paralleled the 
large amount of office space construction completed in Boston, from 1970 
through 1977, an average of 1.8 million square feet per year. From 1978 
through 1980 there was little new construction completed, though job 
growth and demand surged, and absorption rates ranged from 700,000 to 
900,000 square feet per year, helped along by the timely addition of a 
growing supply of rehabilitated office space completions. In 1981, 
absorption of 1.3 million square feet of office space was accomplished, 
largely through the completion of two new buildings with one million 
square feet of space which was immediately occupied. Through September 
1982 about 700,000 square feet of space was absorbed with another 
300,000 expected by the end of the year. 


New office construction currently underway or scheduled will add 
over four million square feet of new office space in eleven buildings 
through 1986, with a projected absorption of 1.1 million square feet 
annually. As of mid-1982, the construction of five new downtown and two 
new Back Bay office buildings, totalling 4.3 million square feet, is 
underway. This includes five new private and two new public buildings. 
Plans for the construction of a further 1.5 million square feet of 
office space in late 1984 and 1985 are well advanced. Constraints on 
the official approval of additional new construction are under 
consideration with a view to maintaining an orderly market and achieving 
City development objectives. 


Declining office vacancies and a rise in office rental rates 
spurred the flow of new office construction and also induced the 
rehabilitation of a large amount of older commercial space. Beginning 
in 1978, renovations of older office buildings in downtown and Back Bay 
began to account for some timely net additions to stock which allowed 
the use of many previously obsolescent structures. Through 1981 about 
1.4 million square feet of rehabilitated office space was converted to 
net new prime space. From 1982 and beyond, the rate of rehabilitation 
of office space is expected to decline to about 250,000 square feet or 
less per year as the pool of suitable older structures diminishes. 


In response to the projected growth in demand, private housing 
development in the City, a small factor in the last decade, is expected 
to rise. In addition, several institutions of medicine, culture and 
higher education are expanding their facilities. For example, four 
hospitals and two colleges are now undergoing or planning modest 
expansion of present space. Thus, private investment and construction 
is proceeding at a brisk pace in many sectors of the local economy. 
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NEW OFFICE SPACE CONSTRUCTION COMPLETIONS 


ABSORPTION RATES, AND VACANCY RATES 


New Average Annual 
Office Space Annual Office 
Construction Absorption Space 
Completions Rates Vacancy 
(Millions of (Millions of Rates 
Date Square Feet) Square Feet) (Percent ) 
1965-1969 (O:eper yrs) LA NA 
1970 Lal) 2.0 
ae ae -9 per yr 6.2 
: 6.3 
L973 IE 2) 4 9 8.1 
1974 13) a ean es ean. 5 cece 7.0 
1975 4.2) 70 
1976 23) O25 11.9 
1977 doe) ia Oe:/ 14.3 
1978 0.5: /0.2 Des, 9.6 
1979 Oni! /0.4 On 5.8 
1980 0.0 /0.3, 0.9 Barz 
1981 13.0 /0.5), i583 22 
1982 0.1% /0.3 : 1.0*** Se, 
1983 La tav Of be 1.1*** 5. 0x** 
1984 2.4* /0.3 1.1*%** 7.O*** 
1985 1.2%** 1,.1*** 5.0**% 
1986 1.2%** 1.1*** 5.O0*** 


* Scheduled (1.4 million sq.ft. of public space 1983-1984 not 
included. 
** Planned 
*xk*k Projected 
Rehabilitated space, new additions to total office space. 


Boston Redevelopment Authority and Building Owners and 
Managers Association of Greater Boston 


Source: 


A broad expansion in office and hotel building was signalled by the 
doubling of the value of permits for new construction, 1979 to 1980, 
with a further fifty percent growth in 1981, raising permit values to 
the highest level in ten years. This was accompanied by continued 
growth in the value of permits for the conversion of older structures. 
The value of total work in new construction, alterations and 
installations appears to be at an all-time high. 


27 


ESTIMATED COST OF CONSTRUCTION FOR BUILDING PERMITS ISSUED 


Period New Total Total‘)? 
Ended Construction Alterations Construction Work 
December 31, 1970 $260,331,700 $ 52,878,200 $313,209,900 $333,490,300 
December 31, 1971 433,831,000 50,193,400 484,024,100 510,476,800 
December 31, 1972 118,890,675 61,193,100 180,083,775 202,281,975 
June 30, 1974 (18 mos.) LIS 5867478 7 88,651,302 202,519,089 239,468,089 
June 30, 1975 50,966,870 77150205500 “127,987,370 190,512,170 
June 30, 1976 40,811,716 ee sos. eo 153,00 » 445 195,398,445 
June 30, 1977 417516,105 119,053,100 160,869,255 222,000,000 
June 30, 1978 AD sols RD 113,453,800 1599-246,375 Zooge 45070 
June 30, 1979 67,801,637 141,203,000 209,004,637 310,007 5462/5) 
June 30, 8013) 144,599,100 164,578,000 309, b¥ 7,100 aoe 02 00085, 
June 30, 1981 216,567,500 150,382,500 366,950,000 517,863,000 
(1) 


Includes, in addition to new construction and alterations, miscellaneous 
(2) permits such as plumbing, gas, boiler and elevator installations. 
(3) Lotal work for 1980 and 1981 estimated. 

1981 annual estimate based on first nine months. 


Source: Boston Building Department. 


Urban Renewal 


Boston's economic picture has shown improvement since 1959 in large 
part due to the City's extensive urban renewal program which facilitated 
development with the use of large amounts of federal, state and local 
funds and the power of eminent domain in assembling and clearing sites. 
The first major economic facility built under the urban renewal program 
was the $200 million Prudential Center, constructed in the early 1960s, 
which includes a 52-story office tower, high-rise hotel and apartment 
buildings, retail stores and other facilities. Development of the 
Prudential Center was followed by the $230 million Government Center in 
downtown Boston which includes federal and state office buildings, the 
new City Hall and private office buildings, the $70 million Christian 
Science Church Center, the highly successful Faneuil Hall Marketplace 
restoration, the construction of a waterfront park and conversion of 
waterfront warehouses into residential units and shops, and numerous 
neighborhood renovation projeets. The $450 million Copley Place 
project, encompassing hotel, office, retail, and housing development, is 
nearing completion. 


A major incentive for private development in the City has been 
provided through the Chapter 12iA program and tax letters executed 
between the City and private developers, which reduce the amount of 
property taxes otherwise payable by the new project over a number of 
years. For further discussion of the Chapter 121A program, see 
"Property Taxes--Tax Levies and Collections" above. 


-Urban renewal expenditures in Boston to date since inception in 
1959 total approximately $1.5 billion, of which the federal government 
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has provided $270 million, the City has provided $100 million and 
private enterprise has contributed over $1 billion. The City also has 
grants forthcoming under federal contracts of $42 million and unused 
bond authorizations of $27.7 million for urban renewal purposes. 


While the federal urban renewal program is being phased out, in its 
place the City has received Community Development Block Grants averaging 
$28.3 million per year in fiscal years 1976-1980. The City received 
$25.8 million in such grants for fiscal 1981 and $23.3 million in fiscal 
1982 and $18 million for fiscal 1983. 


Characteristics of Housing Stock 


Boston's housing market and housing stock evidenced signs of 
increasing strength over a broad front as the 1970-80 decade progressed. 
In contrast to the earlier 1960-70 period, when the City's housing stock 
was reduced from 239,500 dwelling units to 232,200, the 1970-80 years 
marked a gain of 9,000 net new dwellings, bringing the housing stock to 
241,444, in 1980, as reported by the Census Bureau. This net gain of 
four percent marked a notable advance in the condition of Boston's 
housing stock, with the reported construction of 27,000 new dwellings, 
equivalent to eleven percent of the City's housing, more than 
compensating for the demolition of an estimated 18,000 units. In 
addition, 26,000 1- to 4-family owner-occupied dwellings have been 
upgraded through the City's grant-spurred housing improvement program 
since 1975. 


An accelerating trend of condominium conversions contributed to a 
tightening housing market. Of 9,800 condominium units created since 
1970, 5,300 emerged in 1980 and 1981 alone. The 1980 Census reported a 
7.5 percent vacancy rate for rental housing in Boston. Housing values 
and rentals have been rising sharply. Though three-fourths of the 
City's housing stock is renter-occupied, less than one-fourth of these 
dwellings continue under rent control as a consequence of vacancy 
decontrol regulations, and exemptions for new construction and luxury 
housing. Though Boston has a low proportion of owner-occupied housing, 
in comparison with other cities, 55 percent of the City's housing stock 
is in structures containing one to four units, and more than 80 percent 
of these structures are owner-occupied. 


According to the 1980 U.S. Census of Population and Housing, the 
median monthly rent in the City was $19] in comparison with $225 in the 
metro area, and the median value of homes was $36,000 in contrast to 
$58,700 for the metro area. Publicly-assisted housing makes up 
seventeen percent of Boston's housing stock. The multi-family 
investor-owned housing stock of 70,000 dwelling units reflects an 
attrition of 5,000 dwellings since 1970. With the rise in housing 
demand and rents since 1978, the cash flow of investor-owned housing has 
been substantially improved. 
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BOSTON'S HOUSING STOCK 


Number of Dwelling Units 


1960 239,500 
1970 23529200 
1980 241,400 
Change 
Number Percent 
1960-70 - 7,300 - 3 
1970-80 + 9,000 +4 


Source: U.S. Census of Population and Housing, 1970 and 1980. 
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